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SUBCHAPTER B—PREMIUMS 

PART 4006—PREMIUM RATES 

Sec. 
4006.1 Purpose and scope. 
4006.2 Definitions. 
4006.3 Premium rate. 
4006.4 Determination of unfunded vested 

benefits. 
4006.5 Exemptions and special rules. 
4006.6 Definition of ‘‘participant.’’ 
4006.7 Premium rate for certain terminated 

single-employer plans. 

AUTHORITY: 29 U.S.C. 1302(b)(3), 1306, 1307. 

SOURCE: 61 FR 34016, July 1, 1996, unless 
otherwise noted. 

§ 4006.1 Purpose and scope. 
This part, which applies to all plans 

covered by title IV of ERISA, provides 
rules for computing the premiums im-
posed by sections 4006 and 4007 of 
ERISA. (See part 4007 of this chapter 
for rules for the payment of premiums, 
including due dates and late payment 
charges.) 

§ 4006.2 Definitions. 
The following terms are defined in 

§ 4001.2 of this chapter: benefit liabil-
ities, Code, contributing sponsor, 
ERISA, fair market value, insurer, ir-
revocable commitment, mandatory em-
ployee contributions, multiemployer 
plan, notice of intent to terminate, 
PBGC, plan administrator, plan, plan 
year, single-employer plan, and termi-
nation date. 

In addition, for purposes of this part: 
Continuation plan means a new plan 

resulting from a consolidation or spin-
off that is not de minimis pursuant to 
the regulations under section 414(l) of 
the Code. 

New plan means a plan that did not 
exist before. the premium payment 
year and includes a plan resulting from 
a consolidation or spinoff. A plan that 
meets this definition is considered to 
be a new plan even if the plan con-
stitutes a successor plan within the 
meaning of section 4021(a) of ERISA. 

Newly covered plan means a plan that 
becomes covered by title IV of ERISA 
during the premium payment year and 
that existed as an uncovered plan im-
mediately before the first date in the 

premium payment year on which it was 
a covered plan. 

Participant has the meaning described 
in § 4006.6. 

Participant count of a plan means the 
number of participants in the plan on 
the participant count date of the plan. 

Participant count date of a plan means 
the date provided for in § 4006.5(c), (d), 
or (e) as applicable. 

Premium funding target has the mean-
ing described in § 4006.4(b)(1). 

Premium payment year means the plan 
year for which the premium is being 
paid. 

Short plan year means a plan year of 
coverage that is shorter than a normal 
plan year. 

Small plan means a plan— 
(1) Whose participant count is not 

more than 100, or 
(2) Whose funding valuation date for 

the premium payment year, deter-
mined in accordance with ERISA sec-
tion 303(g)(2), is not the first day of the 
premium payment year. 

UVB valuation date of a plan means 
the plan’s funding valuation date for 
the UVB valuation year, determined in 
accordance with ERISA section 
303(g)(2). 

UVB valuation year of a plan means— 
(1) In general,— 
(i) The plan year preceding the pre-

mium payment year, if the plan is a 
small plan other than a continuation 
plan, or 

(ii) The premium payment year, in 
any other case; or 

(2) For a small plan that so opts sub-
ject to PBGC premium instructions, 
the premium payment year. 

[61 FR 34016, July 1, 1996, as amended at 65 
FR 75163, Dec. 1, 2000; 73 FR 15074, Mar. 21, 
2008; 79 FR 13559, Mar. 11, 2014] 

§ 4006.3 Premium rate. 
Subject to the provisions of § 4006.5 

(dealing with exemptions and special 
rules) and § 4006.7 (dealing with pre-
miums for certain terminated single- 
employer plans), the premium paid for 
basic benefits guaranteed under section 
4022(a) or section 4022A(a) of ERISA 
shall equal the flat-rate premium 
under paragraph (a) of this section 
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plus, in the case of a single-employer 
plan, the variable-rate premium under 
paragraph (b) of this section. Premium 
rates (and the MAP–21 cap rate referred 
to in paragraph (b)(2) of this section) 
are subject to change each year under 
inflation indexing provisions in section 
4006 of ERISA. 

(a) Flat-rate premium. The flat-rate 
premium for a plan is equal to the ap-
plicable flat premium rate multiplied 
by the plan’s participant count. The 
applicable flat premium rate is the 
amount prescribed for the calendar 
year in which the premium payment 
year begins by the applicable provi-
sions of— 

(1) ERISA section 4006(a)(3)(A), (F), 
and (G) for a single-employer plan, or 

(2) ERISA section 4006(a)(3)(A), (H), 
and (J) for a multiemployer plan. 

(b) Variable-rate premium—(1) In gen-
eral. Subject to the cap provisions in 
paragraphs (b)(2) and (b)(3) of this sec-
tion, the variable-rate premium for a 
single-employer plan is equal to a spec-
ified dollar amount for each $1,000 (or 
fraction thereof) of the plan’s unfunded 
vested benefits as determined under 
§ 4006.4 for the UVB valuation year. The 
specified dollar amount is the applica-
ble variable premium rate prescribed 
by the applicable provisions of ERISA 
section 4006(a)(8) for the calendar year 
in which the premium payment year 
begins. 

(2) MAP–21 cap. The variable-rate pre-
mium for a plan is not more than the 
applicable MAP–21 cap rate multiplied 
by the plan’s participant count. The 
applicable MAP–21 cap rate is the 
amount prescribed by the applicable 
provisions of ERISA section 
4006(a)(3)(E)(i)(II), (E)(i)(III), (K), and 
(L) for the calendar year in which the 
premium payment year begins. 

(3) Small-employer cap. (i) In general. If 
a plan is described in paragraph 
(b)(3)(ii) of this section for the pre-
mium payment year, the variable-rate 
premium is not more than $5 multi-
plied by the square of the participant 
count. For example, if the participant 
count is 20, the variable-rate premium 
is not more than $2,000 ($5 × 202 = $5 × 
400 = $2,000). 

(ii) Plans eligible for cap. A plan is de-
scribed in paragraph (b)(3)(ii) of this 
section for the premium payment year 

if the aggregate number of employees 
of all employers in the plan’s con-
trolled group on the first day of the 
premium payment year is 25 or fewer. 

(iii) Meaning of ‘‘employee.’’ For pur-
poses of paragraph (b)(3)(ii) of this sec-
tion, the aggregate number of employ-
ees is determined in the same manner 
as under section 410(b)(1) of the Code, 
taking into account the provisions of 
section 414(m) and (n) of the Code, but 
without regard to section 410(b)(3), (4), 
and (5) of the Code. 

[61 FR 34016, July 1, 1996, as amended at 72 
FR 71228, Dec. 17, 2007; 73 FR 15074, Mar. 21, 
2008; 79 FR 13559, Mar. 11, 2014] 

§ 4006.4 Determination of unfunded 
vested benefits. 

(a) In general. Except as provided in 
the exemptions and special rules under 
§ 4006.5, the amount of a plan’s un-
funded vested benefits for the UVB 
valuation year is the excess (if any) of 
the plan’s premium funding target for 
the UVB valuation year (determined 
under paragraph (b) of this section) 
over the fair market value of the plan’s 
assets for the UVB valuation year (de-
termined under paragraph (c) of this 
section). Unfunded vested benefits for 
the UVB valuation year must be deter-
mined as of the plan’s UVB valuation 
date , based on the plan provisions and 
the plan’s population as of that date. 
The determination must be made in a 
manner consistent with generally ac-
cepted actuarial principles and prac-
tices. 

(b) Premium funding target—(1) In gen-
eral. A plan’s premium funding target 
is its standard premium funding target 
under paragraph (b)(2) of this section 
or, if an election to use the alternative 
premium funding target under 
§ 4006.5(g) is in effect, its alternative 
premium funding target under 
§ 4006.5(g). 

(2) Standard premium funding target. A 
plan’s standard premium funding tar-
get under this section is the plan’s 
funding target as determined under 
ERISA section 303(d) (or 303(i), if appli-
cable) for the UVB valuation year 
using the same assumptions that are 
used for funding purposes, except 
that— 

(i) Only vested benefits are taken 
into account, and 
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